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Editor’s Notes

It is a pleasure and a privilege to
share with you Bryan Carsberg’s
thoughts and comments on accounting
as it may be practiced ten years from
now.
Bryan Carsberg, Arthur Andersen
Professor of Accounting at the London
School of Economics and Political
Science, was selected the American
Accounting Association’s 1984
Distinguished International Visiting
Lecturer in Accounting to visit nine
schools in the United States and
Canada during the spring of 1984. The
University of Toledo was stop number
eight on his lecture tour, and thus I had
the pleasure of hearing Mr. Carsberg
speak.
A member of the AAA, he has
published numerous articles and
books, including FASB Statement No.
33 written while he served as Assistant
Director of Research and Technical
Activities at the Financial Accounting
Standards Board from 1978 to 1981.
When he was young, the British
Broadcasting Company carried a pro
gram called “The Reporter from the
Past.’’ As a take-off on this idea, Mr.
Carsberg decided to call up the
“Reporter from the Future” to get an
eye witness account of what things
might be like ten years from now. With
this novel approach he began his
predictions.
Imagine it is 1994. The scene is the
conference room at the San Antonio
Hilton. Sitting around an oval table are
forty people from government, in
dustry, et cetera. The Board’s (FASB)
Director of Research speaks before
the group with a foreign accent. He
states that relocation of the meeting
was needed because the leaders in
New York kept their building tempera
tures at fifty degrees because of the oil
crisis in the Middle East.
Computerized data banks have
been developed from which investors
can learn about their investments. This
created a problem for the standard set
ter in accounting because of a need for
highly summarized information to be
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held in the data banks. Minimum sum
marized information should be re
quired for the income statement. Many
people thought the Board should have
considered summarized information
much earlier; however, the Board had
been reluctant to consider it, having
been more concerned with the amount
of detail to be included.
A comprehensive set of standards
also would be included in the data
bank. As an example, the Research
and Development Standard is under
going change. Many of these costs do
benefit the company in the future. Soft
items should increase in importance as
for some companies they constitute a
very large item. The increased use of
robotics has extended this problem.
Interest in human resource account
ing has been reviving. The amounts in
volved in these intangible assets are
considerable.
The Board is considering the
publication of two balance sheets, one
of which would include “soft” assets.
These balance sheets would em
phasize the concepts of relevance and
reliability which would result in two
kinds of reporting. The traditional
report would emphasize the reliability
of the amounts. A new and second
kind of report would emphasize
relevance.
Technical change has been so great
that fixed asset lives have changed
greatly. Companies are encouraged to
provide financial and related informa
tion on fixed assets and the effect on
the income statement.
The Board’s conceptual framework
was first formed twenty years ago and
at that time was given high impor
tance. The Board developed a com
prehensive series of statements
several years ago and is now consider
ing a review with the possibility of
restating them.
Two main issues are important. The
first deals with defining the most rele
vant asset measurement. Current cost
seems to be preferred over constant
dollar. It is believed the balance sheet

should represent the amount by which
the company is better off.
The second issue deals with the
definition of earnings. This will be dif
ficult to resolve because of the lack of
a clear conceptual guidance as to what
belongs in the income statement.
Some believe earnings should reflect
capital maintenance, while others
believe reliability of measurement
should be the basis of earnings.
Statement No. 52 seems to be well
accepted. However, the 1985 decline
of the dollar combined with a re
newed energy crisis may cause the
Board to recommend inclusion of the
translation adjustment in the income
statement.
Companies are being asked to
publish cash flow forecasts for one
year into the future. Several of the Big
7 (no longer Big 8) accounting firms
have recommended cash forecasts.
A breakthrough occurred in 1986
regarding big GAAP versus little
GAAP. Small companies were ex
empted from reporting deferred taxes
on their balance sheets when the
Board voted to exclude non-public
companies from this reporting
requirement.
Fifteen years have passed since
Statement No. 33 was introduced.
Statement No. 33 required partial in
formation on current cost and constant
dollar adjustments for general price
level changes. A comprehensive
review disclosed little use was made
of the information by analysts and
other statement users. The Board,
therefore, decided to drop Statement
No. 33.
Then, with the increase of inflation
in the late 1980’s, interest in current
cost data renewed. Next month the
Board will be considering current cost
financial statements and dropping
statements prepared on a full cost
basis.
And thus ended Bryan Carsberg’s
prophecy of where the accounting pro
fession may stand in 1994. Ω

